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MEMORANDUM FI NDI NGS OF FACT AND CPI NI ON

MARVEL, Judge: Pursuant to section 6015(e) and Rule 321,1

petitioner seeks review of respondent’s determ nation that she is

IAIl section references are to the Internal Revenue Code in
effect at all relevant tines, and all Rule references are to the
Tax Court Rules of Practice and Procedure. Monetary anmounts are
rounded to the nearest dollar.
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not entitled to relief fromjoint and several liability on her
1998 joint return. The issue for decision is whether
respondent’s denial of relief under section 6015(f) was an abuse
of discretion. On January 13, 2003, Robert B. Wbl low (M.
Wbl I ow), petitioner’s former spouse, filed a notice of
intervention with the Court, challenging petitioner’s entitlenment
torelief fromjoint and several liability. See Rule 325.
FI NDI NGS OF FACT

Sonme of the facts have been stipulated. W incorporate the
stipulated facts into our findings by this reference. Petitioner
resided in Santa Rosa, California, when she filed her petition in
this case.
Backgr ound

Petitioner and M. Wl | ow becane |legally separated in
Decenber 1997 and divorced in February 1999. Petitioner has a
bachel or’ s degree in business adm nistration. During 1998, after
her enploynent as the director of human resources for a nortgage
banki ng conpany was term nated, petitioner was enpl oyed at a
| umber conpany for approximately 1 nonth. Thereafter, in 1998,
petitioner worked as a human resources manager for a software
conpany. Meanwhile, M. Wl Il ow was enployed as an airline pilot.

Petitioner’s Bankruptcy and the 1998 Joint | ncone Tax Return

On April 7, 1999, petitioner filed a chapter 7 bankruptcy

petition with the United States Bankruptcy Court for the Northern
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District of California (the bankruptcy court). At the tinme of
petitioner’s bankruptcy proceeding, M. WlIllow was involved in
his own bankruptcy proceeding. On July 7, 1999, the bankruptcy
court granted petitioner a discharge.

In April 1999, M. Wl low infornmed petitioner that,
according to his prelimnary cal cul ations, they owed incone taxes
for 1998 (the 1998 joint liability). Petitioner offered to pay
the 1998 joint liability out of her severance pay fromthe
nort gage banki ng conpany. At the suggestion of M. Wl I ow,
however, petitioner ultimately agreed that her individual
retirement account (I RA) woul d be seized by the bankruptcy court
and used to pay the 1998 joint liability.

On August 15, 1999, petitioner and M. Wllowtinely filed a
joint Federal incone tax return for 1998 (the joint return). On
the joint return, petitioner and M. Wl Il ow reported wages in the
anounts of approximately $140,000 and $145, 000, respectively, and
Federal income tax withholding in the amounts of $21,615 and
$26, 547, respectively. The joint return showed incone tax due in
t he anpbunt of $5,294.2 |Instead of submitting a paynent with the
joint return, petitioner and M. Wl low attached a letter in

whi ch they advised respondent of their respective bankruptcy

2The anpunt of tax shown as due on the joint return was al so
attributable to IRA distributions that petitioner and M. Wl | ow
received in the amounts of $2,708 and $1, 877, respectively.
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proceedi ngs and i nformed respondent that the bankruptcy trustee
woul d retain “certain I RA nonies” to pay the 1998 j oi nt
liability.

Paynent of the 1998 Joint Liability

On petitioner’s separately filed 1999 Federal incone tax
return, petitioner reported total wages in the amount of $80, 100
and alinmony in the anount of $29,700. The return showed a refund
due in the anount of $5,021. On Septenber 4, 2000, respondent
applied petitioner’s 1999 refund to offset the 1998 joint
l[tability. At this time, petitioner’s |IRA remai ned exenpted from
t he bankruptcy estate. Petitioner did not submt signed
instructions for liquidating the IRA and allocating the proceeds
until January 2001, several nonths after respondent applied
petitioner’s 1999 refund to the 1998 joint liability.

Petitioner’'s I nnocent Spouse Caim

On July 2, 2002, petitioner tinely filed with respondent
Form 8857, Request for Innocent Spouse Relief. In her Form 8857,
petitioner asserted that “Since the 1998 incone tax liability is
a comunity liability, it is inequitable to apply [the]

t axpayer’'s separate property to its paynent. Community assets
which are still available in the bankruptcy estate should instead

be used.” 1In a final notice dated August 14, 2002, respondent
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deni ed petitioner’s request for innocent spouse relief. On
Novenber 6, 2002, petitioner filed a petition with this Court
contesting respondent’s determ nation.
OPI NI ON
In general, spouses who file joint Federal incone tax
returns are jointly and severally liable for the full anpbunt of

the tax liability. Sec. 6013(d)(3); Butler v. Conm ssioner, 114

T.C. 276, 282 (2000). Pursuant to section 6015, however, a
spouse may seek relief fromjoint and several liability.?3

One formof relief fromjoint and several liability on a
joint return is equitable relief under section 6015(f). Section
6015(f) provides:

SEC. 6015(f). Equitable Relief.— Under Procedures
Prescribed by the Secretary, if--

(1) taking into account all the facts and
circunstances, it is inequitable to hold the individual
liable for any unpaid tax or any deficiency (or any
portion of either); and

(2) relief is not available to such individual
under subsection (b) or (c),

the Secretary may relieve such individual of such liability.
The Comm ssi oner uses guidelines prescribed in Rev. Proc. 2000-

15, 2000-1 C. B. 447, to determ ne whether a taxpayer qualifies

3Sec. 6015 applies to tax liabilities arising after July 22,
1998, and to tax liabilities arising on or before July 22, 1998,
but remai ning unpaid as of such date. Internal Revenue Service
Restructuring and Reform Act of 1998, Pub. L. 105-206, sec.
3201(g), 112 Stat. 740.
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for relief fromjoint and several liability under section
6015(f).* We review the Conm ssioner’s denial of relief under

section 6015(f) for abuse of discretion. See Washington v.

Conmm ssioner, 120 T.C 137, 146 (2003); Butler v. Conm ssioner,

supra at 292.

Before the Comm ssioner will consider a taxpayer’s request
for relief under section 6015(f), the taxpayer nust satisfy seven
threshold conditions listed in Rev. Proc. 2000-15, sec. 4.01,
2000-1 C. B. at 448. Respondent concedes that petitioner
satisfies these conditions.

Rev. Proc. 2000-15, sec. 4.03, 2000-1 C.B. at 448, provides
that equitable relief may be granted under section 6015(f) if,
taking into account all facts and circunstances, it is
inequitable to hold the requesting spouse liable. 1n considering
a request for relief, certain factors weigh in favor of granting
relief, whereas other factors weigh against granting relief. See
id. No single factor is determnative in any particul ar case,
and all factors are to be considered and wei ghed appropriately.

See Washi ngton v. Conmmi ssioner, supra at 148; Jonson V.

Comm ssi oner, 118 T.C. 106, 125 (2002), affd. 353 F.3d 1181 (10th

“On Aug. 11, 2003, the Comm ssioner issued Rev. Proc. 2003-
61, 2003-32 |I.R B. 296, which supersedes Rev. Proc. 2000-15,
2000-1 C. B. 447, effective for requests for relief filed on or
after Nov. 1, 2003, and for requests for relief pending on Nov.
1, 2003, for which no prelimnary determ nation |etter has been
i ssued as of that date.
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Cr. 2003). Moreover, the list of factors is not intended to be

exhausti ve. See Washi ngton v. Conm ssioner, supra at 148.

The follow ng six factors weigh in favor of granting relief
for the liability: (1) The requesting spouse is separated or
di vorced fromthe nonrequesting spouse; (2) the requesting spouse
woul d suffer economc hardship if relief is denied; (3) the
nonr equesti ng spouse abused the requesting spouse; (4) the
requesti ng spouse did not know or have reason to know that the
liability would not be paid; (5) the nonrequesting spouse has a
| egal obligation pursuant to a divorce decree or agreenent to pay
the liability; and (6) the liability is solely attributable to
t he nonrequesti ng spouse. See Rev. Proc. 2000-15, sec. 4.03(1),
2000-1 C. B. at 448-449. On the other hand, the follow ng six
factors weigh against granting relief for the liability: (1) The
unpaid liability is attributable to the requesting spouse; (2)
t he requesting spouse knew or had reason to know when she signed
the return that the reported liability would be unpaid; (3) the
requesti ng spouse significantly benefited (beyond the nornal
support) fromthe unpaid liability; (4) the requesting spouse
w Il not experience econom c hardship if relief is denied; (5)
the requesti ng spouse has not made a good-faith effort to conply
with Federal incone tax laws in the tax years follow ng the tax
year to which the request for relief relates; and (6) the

requesting spouse had a | egal obligation pursuant to a divorce
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decree or agreenent to pay the liability. See Rev. Proc. 2000-
15, sec. 4.03(2), 2000-1 C.B. at 449. Qur analysis of the
factors and the parties’ argunents foll ows.

Marital Status

Respondent concedes that this factor weighs in favor of
granting relief.

Econom ¢ Har dship

At trial, petitioner alleged that, in the past, she had
experienced econom c hardship attributable to the 1998 j oi nt
liability,® but petitioner offered no financial information in
support of her allegation. Petitioner has not alleged that she
is currently experiencing, or would experience, econom c hardship
if she is not relieved of the 1998 joint liability. 1In the
absence of any evidence of econom c hardshi p, we nust concl ude
that this factor wei ghs against granting relief.

Abuse
Petitioner has not alleged that M. Wl Il ow abused her.

Consequently, this factor is neutral.

SAccording to petitioner, during 2000, when respondent
applied petitioner’s 1999 refund to offset the 1998 j oi nt
l[tability, petitioner was a single parent with one daughter in
her custody during 70 percent of the year and anot her daughter in
college. Petitioner testified that, after paying the bills, “not
too much [was] left over.”
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No Knowl edge or Reason To Know

Petitioner knew that the tax liability shown on the 1998
joint return would not be paid when the return was fil ed.
Petitioner contends that, when she signed the joint return, she
t hought that her I RA would be seized by the bankruptcy court and
used to pay the 1998 joint liability. According to petitioner,
the reason that she and M. Wl | ow requested an extension for
filing the joint return was to give the bankruptcy court nore
time to seize and distribute her |RA

We do not see how petitioner reasonably could have expected
that her 1 RA would be used to satisfy the 1998 joint liability
when she had not authorized the IRA"s |iquidation and
distribution. Moreover, because petitioner agreed to pay the
1998 joint liability wth the proceeds fromher |IRA petitioner
knew that M. Wl low would not pay it. This factor strongly

wei ghs against granting relief. See WAshington v. Conm ssioner,

supra at 150.

The Spouses’ Legal nligations

At trial, petitioner testified that, pursuant to the divorce
decree, both she and M. Wl |l ow were “responsi ble for the joint
filed return and any conmunity debts to be paid.” Petitioner
agrees, therefore, that under the decree she and M. Wl | ow share
the legal obligation for paying the 1998 joint liability.

Accordingly, this factor is neutral.



Si gni fi cant Benefit

The record does not indicate that petitioner benefited
beyond normal support from not paying the 1998 joint liability.

As articulated in Ewing v. Conm ssioner, 122 T.C 32, 45 (2004),

this factor weighs in favor of granting relief.

Source of the Liability and Nonconpliance Wth Federal |ncone Tax
Laws

These two factors are neutral. First, the record reflects
that the 1998 joint liability was attri butable to both petitioner
and M. Wl low Second, there is no evidence that petitioner has
not made a good-faith effort to conply with the Federal incone
tax | aws since 1998.

Concl usi on

Petitioner’s main contention in this proceedi ng has been
that, because the 1998 joint liability was ultimately paid from
her separate property rather than fromher and M. Wl low s
community property, she is entitled to equitable relief.

Al t hough we understand petitioner’s frustration with the apparent
| ack of fairness, such circunstances al one are not grounds for
relief under section 6015(f). Petitioner knew when the 1998
joint return was filed that she had an obligation to pay the 1998
joint liability and that sonme of her assets would be used to pay
it. The fact that respondent applied her 1999 tax refund to the

1998 tax liability instead of waiting for the bankruptcy court to
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satisfy the liability wwth her IRAis not sufficient to qualify
petitioner for relief under section 6015(f).

After considering all of the facts and circunstances, we
concl ude that respondent’s decision to deny relief fromjoint and
several liability was not an abuse of discretion.

To reflect the foregoing,

Deci sion will be entered

for respondent.




